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Public
Accounting— by its very nature
— serves the public interest. Certified
Public Accountants (CPAs) were among
the first consumer protection activists in
our society and are expanding that role
even today. The role stems from wide
spread public ownership of corporations.
The public needs independent, con
sumer-oriented reports on the financial
statements of such corporations.
The public accounting profession
has grown rapidly to help consumers
make financially sound decisions. Tax
payers, managers, creditors, bankers,
and government agencies also rely on
CPAs for information needed to make
important financial decisions.
So significant is public accounting
that all the state legislatures have estab
lished laws providing for the examination,
licensure and regulation of CPAs. None
of these laws deprives individuals of their
livelihood or interferes with the right of
the public to contract for the performance
of bookkeeping or other elementary
accounting services.

Who are CPAs?
CPAs are individual men and women who
have demonstrated their competence as
licensed professional accountants by
meeting the statutory requirements of a
state or territory. The professional quality
of their services is based upon the
requirements for the CPA certificate—
education and a uniform examination
given by the appropriate state regulatory
authority, usually known as the state
board of accountancy— as well as upon
the standards established and enforced
by their profession.

Is this a closed profession,
almost like an exclusive club?
No. Anyone who qualifies may enter. The
need for CPAs keeps growing each year.
Most accounting firms conduct continu
ous talent hunts for intelligent, highly
motivated recruits— young men and
women who can, if they wish, eventually
become CPAs. The profession is
exclusive only in the sense that state
legislatures have seen fit to establish
requirements that are reasonably high,
out of concern that the profession consist
of capable individuals. The integrity,
objectivity and com petence of CPAs are
keystones which help explain the
profession’s phenomenal growth.
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What is the crucial difference
between CPAs and
other accountants?
Only CPAs have demonstrated their
professional com petence by passing
a nationally-uniform examination and
meeting high standards of education
and in some jurisdictions experience
is required.
All states license CPAs. Most states
also license a grandfathered class of
Public Accountants (PAs). Such persons
assumed the PA designation prior to the
enactment of law prohibiting persons not
having demonstrated professional com 
petence from holding themselves out to
the public as professional accountants.
The law permitted them to register as
PAs in order to avoid depriving them
retroactively of a right.
A few states license a continuing
class of accountants in addition to CPAs,
although this clearly is not common
practice. In recent years, dozens of state
legislatures have rejected such pro
posals. There is no logic in licensing two
or more classes of individuals to do
virtually the same thing if such individuals
can choose between high and low quali
fying standards and represent them
selves to the public as professional
accountants.

What do CPAs do?
The hallmark of the CPA’s work in the
practice of public accounting is the audit,
whereby an opinion is expressed as to
the fairness of financial statements. CPAs
also perform almost every conceivable

financial and management advisory
service for business and individuals.
While such services can be performed by
others too, CPAs do general accounting,
tax planning and advice, tax return
preparation, personal financial planning
and representation of clients before
government agencies. CPAs also do
accounting systems, budgets, cost
controls, profit plans, internal reports,
data processing and quantitative
analysis. Like other professional persons,
CPAs are often consulted on business,
civic and other problems on which their
judgment, experience and professional
standards permit them to provide helpful
advice and assistance— including the
development and implementation of
programs approved by others.

What does the term opinion as to the
fairness of financial statements mean?
At the conclusion of an independent
audit, the CPA expresses an opinion as to
the fairness of the financial statements he
or she has examined. If in his or her opin
ion the statements are fairly presented
in accordance with generally accepted
accounting principles, the CPA
expresses this fact in his or her opinion.
Without this opinion, investors, credit
grantors, government agencies and other
financial statements users would be
unable— short of conducting an
examination themselves— to evaluate the
representations of management
presented in the financial statements.

What education is required of CPAs?
Most states require a college education.
As a practical matter almost every CPA
entering the profession today has a
college degree with a concentration
in accounting. A graduate degree is
increasingly common.
CPAs usually take refresher courses
and participate in various continuing
professional education programs to keep
pace with the profession’s expanding
body of knowledge. Most states require
such participation in one form or another.

Is there an experience requirement?
A majority of states require some practi
cal experience before a CPA can practice
public accounting, usually one or two
years. However, graduate education often
can be substituted for partial or complete
fulfillment of the experience requirement.

How is the CPA examination
prepared, given and graded?
The Uniform CPA Examination tests the
com petence of an individual to perform
the duties of a professional accountant.
It is a two and one-half day up-to-date
accounting achievement test designed to
determine the CPA candidate’s knowl
edge of accounting practice, auditing
standards, accounting theory and
business law. The examination is
prepared by the Board of Examiners of
the American Institute of CPAs (the
AICPA, the national professional society

of CPAs) with the cooperation of the
National Association of State Boards of
Accountancy (members of the state
licensing boards for accountants) and
the American Accounting Association
(the national organization of university
accounting professors).
The examination is administered
semi-annually by the state boards under
controlled conditions at the same time in
all jurisdictions. It is graded by the
AICPA, although the ultimate licensing
decision is retained by each state board.
The uniformity of the examination’s con
tent and grading assures consistency
and provides a basis for the interstate
practice of CPAs.

Can CPAs be disciplined
and, if so, how?
A CPA must adhere to his state board’s
rules of professional conduct. Such
boards can take disciplinary action for
violation of the rules— including censure,
suspension from practice or revocation
of certificate.
In addition, most CPAs voluntarily
belong to one or more professional
societies. These societies impose high
standards (including technical stan
dards) as a condition of membership.
Thus, CPAs are fully guided by standards
of performance. Such tenets, particularly
because they are enforced, differentiate
CPAs from others who may offer similar
services.

Is it necessary to regulate
the practice of public accounting?
Yes, professional accounting services
should be regulated. With respect to
elementary accounting services, how
ever, the courts have held that the public
interest does not warrant legislative
restrictions on the right of the public to
contract with whomever it chooses.
Courts have consistently held that
auditing or the expression of opinions
on financial statements, as opposed to
bookkeeping and similar elementary
accounting services, is an area of public
accounting which involves sufficient
public interest to restrict it to licensed
persons only.

Don’t laws regulating professions
fence in a field and aren’t they
therefore basically anti-consumer?
To the contrary, the only purpose of laws
regulating professions is the protection
of the public— the consumer.
In rebuffing attacks on the constitu
tionality of statutes regulating public
accountancy, the courts have held that
it is in the public interest and a proper
exercise of the states’ police powers to
regulate such a skilled profession.
The existing statutes regulating the
practice of public accountancy have
been deemed to be a valid exercise of
the states’ police powers to protect con
sumers against fraud, deception, or the
consequences of ignorance, incompe-

tence, and incapacity. The laws would not
have survived if their purpose was to
create a monopoly for a favored class.
In addition, it can hardly be said that any
profession which increased in population
by over 140 percent in the period 1970 to
1983 is exclusionary.

What services should be
restricted to CPAs?
State legislatures, the courts and over
30 state sunset reviews generally agree
that the expression of opinions on
financial statements resulting from audits
are of sufficient public interest to warrant
restricting this service to CPAs.
Other professional accounting
services that should be restricted to
CPAs are the issuance of review and
compilation reports on financial
statements. While the limited assurance
contemplated by a review report on a
financial statement is less than that
provided by an opinion after an audit, the
level of professional knowledge required
to competently perform this service is the
same as that required for an audit;
therefore reviews should be restricted to
CPAs. The issuance of a compilation
report on a financial statement also
requires the same level of knowledge as
that required for an audit, but the report
does not offer any express assurance.

Shouldn’t there be two or more
permanent classes of accountants
to provide all persons
performing accounting services
some legal status?
No. Licensing is not intended to provide
a practitioner with status, it is intended
to protect the interests of consumers.
Proliferation of titles creates confusion
and risks the dilution of quality. The
public should not be confused by the
licensure of two or more permanent
classes of accountants to do virtually
the same services at different levels
of qualification or competence.

Should standards be lowered?
No. One of the public’s continuing con
cerns about a rapidly growing profession
is quality. To lower the standards of
entrance to the accounting profession
would be contrary to the requirements
of business and concern for consumers
who rely upon the profession.

The accounting profession is talented,
strong, growing and striving to meet the
needs of the public. Nothing should be
done to detract from its high standards
of quality.
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